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Expenses for County operations for the year ended June 30, 2013 totaled $66,050,542, a
2.6% decrease from the prior year. Expenses included $24,665,767 for public safety and legal
services, $15,901,767 for roads and transportation and $7,379,029 for administration.
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Independent Auditor’s Report

To the Officials of Pottawattamie County:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund and the aggregate remaining fund information of Pottawattamie County, lowa, as
of and for the year ended June 30, 2013, and the related Notes to Financial Statements, which
collectively comprise the County’s basic financial statements listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with U.S. generally accepted accounting principles. This includes the
design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the County’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
County’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.




Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund and the
aggregate remaining fund information of Pottawattamie County as of June 30, 2013, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with U.S. generally accepted accounting principles.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require Management’s Discussion and
Analysis, the Budgetary Comparison Information and the Schedule of Funding Progress for the
Retiree Health Plan on pages 9 through 15 and 52 through 56 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board which considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with U.S. generally accepted auditing
standards, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Pottawattamie County’s basic financial statements. We previously
audited, in accordance with the standards referred to in the third paragraph of this report, the
financial statements for the nine years ended June 30, 2012 (which are not presented herein) and
expressed unqualified opinions on those financial statements. The supplementary information
included in Schedules 1 through 6, including the Schedule of Expenditures of Federal Awards
required by U.S. Office of Management and Budget (OMB) Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis and
is not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with U.S. generally accepted auditing standards. In our
opinion, the supplementary information is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 10, 2014 on our consideration of Pottawattamie County’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Pottawattamie County’s internal control over financial
reporting and compliance.

(RY MOSIMAN, CPA WARREN G,/JENKINS, CPA
‘Auditor of State Chief Deputy Auditor of State

March 10, 2014
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Pottawattamie County provides this Management’s Discussion and Analysis of its annual
financial statements. This narrative overview and analysis of the financial activities is for the
fiscal year ended June 30, 2013. We encourage readers to consider this information in
conjunction with the County’s financial statements, which follow.

2013 FINANCIAL HIGHLIGHTS

o Pottawattamie County’s governmental activities revenues decreased 5.2%, or
approximately $3,385,000, from fiscal year 2012 (FY12). This includes an increase in
property and other county tax of approximately $1,261,000, tax increment financing
decreased approximately $186,000, charges for service decreased approximately
$155,000, operating grants, contributions and restricted interest decreased
approximately $2,798,000, capital grants, contributions and restricted interest
decreased approximately $1,090,000 and gain on disposition of capital assets
increased approximately $71,000.

e Pottawattamie County’s governmental activities expenses decreased 2.6%, or
approximately $1,771,000, from FY12. Public safety and legal services expenses
increased approximately $1,537,000, mental health expenses decreased approximately
$6,035,000, roads and transportation expenses increased approximately $778,000,
county environment and education expenses increased approximately $907,000,
administration expenses increased approximately $739,000 and interest on long-term
debt decreased approximately $86,000.

e Pottawattamie County’s net position decreased approximately $3,967,000 from the
restated balance at June 30, 2012.

e As of the close of FY13, Pottawattamie County had ending fund balances of $5,280,369
in the General Fund, $3,743,659 in the Special Revenue, Mental Health Fund,
$656,775 in the Special Revenue, Rural Services Fund, $8,634,778 in the Special
Revenue, Secondary Roads Fund and $370,807 in the Debt Service Fund.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and as other information, as
follows:

Management’s Discussion and Analysis introduces the basic financial statements and
provides an analytical overview of the County’s financial activities.

The Government-wide Financial Statements consist of a Statement of Net Position and a

Statement of Activities. These provide information about the activities of
Pottawattamie County as a whole and present an overall view of the County’s
finances.

The Fund Financial Statements tell how governmental services were financed in the
short term as well as what remains for future spending. Fund financial statements
report Pottawattamie County’s operations in more detail than the government-wide
financial statements by providing information about the most significant funds. The
remaining financial statements provide financial information about activities for
which Pottawattamie County acts solely as an agent or custodian for the benefit of
those outside of County government (Agency Funds).

Notes to Financial Statements provide additional information essential to a full
understanding of the data provided in the basic financial statements.
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Required Supplementary Information further explains and supports the financial
statements with a comparison of the County’s budget for the year, as well as
presenting the Schedule of Funding Progress for the Retiree Health Plan.

Supplementary Information provides detailed information about the nonmajor
governmental and the individual Agency Funds. In addition, the Schedule of
Expenditures of Federal Awards provides details of various federal programs
benefiting the County.

REPORTING THE COUNTY AS A WHOLE:
The Statement of Net Position and the Statement of Activities

One of the most important questions asked about the County’s finances is, “Is the County
as a whole better off or worse off as a result of the year’s activities?” The Statement of Net
Position and the Statement of Activities report information about activities in a way that helps
answer this question. These statements include all assets and liabilities using the accrual basis
of accounting and the economic resources measurement focus, which is similar to the accounting
used by most private-sector companies. All of the current year’s revenues and expenses are taken
into account regardless of when cash is received or paid.

The Statement of Net Position presents all of the County’s assets and liabilities, with the
difference between the two reported as “net position”. Over time, increases or decreases in the
County’s net position may serve as a useful indicator of whether the financial position of the
County is improving or deteriorating.

The Statement of Activities presents information showing how the County’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will not result in cash flows until future fiscal
years.

The County’s governmental activities are displayed in the Statement of Net Position and
the Statement of Activities. Governmental activities include public safety and legal services,
physical health and social services, mental health, county environment and education, roads and
transportation, governmental services to residents, administration, interest on long-term debt and
non-program activities. Property tax and state and federal grants finance most of these activities.

REPORTING THE COUNTY BY FUNDS:
The Fund Financial Statements

The fund financial statements provide detailed information about individual, significant
funds, not the County as a whole. Some funds are required to be established by Iowa law or by
bond covenants. The County can establish other funds to help it control and manage money for
particular purposes.

The County has three kinds of funds:

1) Governmental funds account for most of the County’s basic services. These focus on
how money flows into and out of those funds and the balances left at year-end that are available
for spending. These governmental funds include: 1) the General Fund, 2) the Special Revenue
Funds, such as Mental Health, Rural Services and Secondary Roads, 3) the Debt Service Fund
and 4) the Capital Projects Fund. These funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting, which measures cash and all
other financial assets that can readily be converted to cash. The governmental fund financial
statements provide a detailed, short-term view of the County’s general government operations and
the basic services it provides. Governmental fund information helps determine whether there are
more or fewer financial resources that can be spent in the near future to finance the County’s
programs.
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The required financial statements for governmental funds include a Balance Sheet and a
Statement of Revenues, Expenditures and Changes in Fund Balances.

2) The proprietary fund accounts for the County’s Internal Service, Employee Group
Health Fund. Internal Service Funds are an accounting device used to accumulate and allocate
costs internally amount the County’s various functions.

The required financial statements for the proprietary fund include a Statement of Net
Position, a Statement of Revenues, Expenses and Changes in Fund Net Position and a Statement
of Cash Flows.

3) Fiduciary funds are used to report assets held in a trust or agency capacity for others
and cannot be used to support the County’s own programs. These fiduciary funds include Agency
Funds that account for special assessments, emergency management services and the County
Assessor, to name a few.

The fiduciary funds required financial statement is a Statement of Fiduciary Assets and
Liabilities.

Reconciliations between the government-wide financial statements and the governmental
fund financial statements follow the governmental fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of financial
position. Pottawattamie County’s net position at the end of FY13 totaled approximately $93.1
million. This compares to the restated FY12 balance of approximately $97.1 million. The analysis
that follows focuses on the net position of governmental activities.

Net Position of Governmental Activities
(Expressed in Thousands)

June 30,

2013 2012
Current and other assets $ 63,464 $ 69,328
Capital assets 87,999 91,576
Total assets 151,463 160,904
Long-term liabilities 18,425 21,530
Other liabilities 39,940 42,309
Total liabilities 58,365 63,839

Net position:
Net investment in capital assets 72,851 76,178
Restricted 16,607 14,201
Unrestricted 3,640 6,686
Total net position $ 93,098 $ 97,065

Net position of Pottawattamie County’s governmental activities decreased approximately
$3,967,000 from the FY12 restated balance. The largest portion of the County’s net position is
invested in capital assets (e.g., land, infrastructure, buildings and equipment), less the related
debt. The debt related to the investment in capital assets is liquidated with resources other than
capital assets. Restricted net position represents resources subject to external restrictions,
constitutional provisions or enabling legislation on how they can be used. Unrestricted net
position — the part of net position that can be used to finance day-to-day operations without
constraints established by debt covenants, enabling legislation or other legal requirements -
decreased from a restated balance of approximately $6.7 million at June 30, 2012 to
approximately $3.6 million at the end of this year, a decrease of 45.6%.
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Changes in Net Position of Governmental Activities
(Expressed in Thousands)

Year ended June 30,

2013 2012
Revenues:
Program revenues:
Charges for service $ 5,790 $ 5,945
Operating grants, contributions and restricted interest 13,068 15,866
Capital grants, contributions and restricted interest 278 1,368
General revenues:
Property and other county tax 35,039 33,778
Tax increment financing 496 682
Penalty and interest on property tax 366 379
State tax credits 982 807
Local option sales tax 3,175 3,057
Unrestricted investment earnings 109 199
Gaming and wagering tax 2,182 2,217
Gain on disposition of capital assets 197 126
Insurance proceeds - 797
Other general revenues 402 248
Total revenues 62,084 65,469
Program expenses:
Public safety and legal services 24,666 23,129
Physical health and social services 3,511 3,230
Mental health 5,250 11,285
County environment and education 6,670 5,763
Roads and transportation 15,902 15,124
Governmental services to residents 2,060 1,952
Administration 7,379 6,640
Interest on long-term debt 613 699
Total expenses 66,051 67,822
Change in net position (3,967) (2,353)
Net position beginning of year, as restated 97,065 99,418
Net position end of year $ 93,098 97,065
Revenues by Source Expenses by Program
Mental health

9
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Pottawattamie County’s net position of governmental activities decreased approximately
$3,967,000 during the year. Revenues decreased approximately $3,385,000 and expenses
decreased approximately $1,771,000.

Pottawattamie County’s property tax levy rates increased $.10922 per $1,000 of taxable
valuation for the mental health levy, increased $.04222 per $1,000 of taxable valuation for the
general supplemental levy and increased $.20352 per $1,000 of taxable valuation for the total
levy. The countywide taxable property valuation increased $55,296,348.

INDIVIDUAL MAJOR FUND ANALYSIS

As Pottawattamie County completed the year, its governmental funds reported a combined
fund balance of $21,370,153, which is $1,879,296 less than the combined fund balance of
$23,249,449 at the end of FY12.

The General Fund, the operating fund for Pottawattamie County, ended FY13 with a
$5,280,369 ending fund balance. This was a decrease of $2,786,818 from FY12's ending fund
balance. Taxable property valuation increased from FY12 to FY13 and the general supplemental
levy rate increased from $1.97739 per $1,000 of taxable valuation in FY12 to $2.01961 per
$1,000 of taxable valuation in FY13. Property and other county tax increased due to the increase
in property valuation and levy rate. Expenditures increased primarily due to operating
expenditures countywide, E-911 operations and maintenance changes, mental health and case
management changes and an increased County contribution for emergency management.

Pottawattamie County continues to try to effectively manage the cost of mental health
services. Mental health expenditures decreased $6,046,850, or 53.6%, in FY13 from FY12 due to
a reorganization of mental health statewide. The Special Revenue, Mental Health Fund ending
balance for FY13 was $3,743,659, an increase of $1,967,812 over FY12. The $1.13887 per
$1,000 of taxable valuation FY13 tax levy was $.10922 per $1,000 of taxable valuation more than
the FY12 levy rate of $1.02965 per $1,000 of taxable valuation.

The Special Revenue, Rural Services Fund ended FY13 with a $656,775 balance compared
to the prior year ending balance of $464,182. Property valuation increased from FY12 to FY13
and the levy rate increased from $3.09948 per $1,000 of taxable valuation in FY12 to $3.15948
per $1,000 of taxable valuation in FY13. Rural Services Fund expenditures increased $1,632,006
from FY12 to FY13, primarily due to Hazard Mitigation Grant expenditures related to the 2011
summer flooding.

The Special Revenue, Secondary Roads Fund ended FY13 with an $8,634,778 balance
compared to the prior year ending balance of $7,417,408. Secondary Roads Fund expenditures
decreased $1,485,108 from FY12, mainly due to less projects in fiscal year 2013. The Department
worked on the maintenance of rock, dirt and paved roads during the year and continued work on
contract services for building code permits and inspections.

The Debt Service Fund ended FY13 with a $370,807 balance compared to the prior year
ending balance of $186,719. The increase was due to transfers from the Capital Projects Fund for
the payoff of the general obligation refunding notes. The debt service levy did not significantly
change.

BUDGETARY HIGHLIGHTS

Over the course of the year, Pottawattamie County amended its budget three times. The
first amendment was made in October 2012 and resulted in an increase in budgeted
disbursements of $1,450,000, with the entire amount related to capital projects.

The second amendment was made in March 2013 and resulted in an increase in budgeted
disbursements of $850,000, primarily for storm damage and an increase in the juvenile detention
shelter care contribution.
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The third amendment was made in May 2013 and resulted in an increase in budgeted
disbursements of $627,800, related to an additional county conservation grant as well as
additional forfeiture fund revenues and expenditures.

The County’s receipts were $13,244,981 less than budgeted. Miscellaneous and
intergovernmental receipts were approximately $1,292,000 and $11,905,000, respectively, less
than the amended budget, primarily due to changes in grants and delays in grant disbursements
and reimbursements.

Total disbursements were $18,223,114 less than the amended budget. Actual
disbursements for the county environment and education, mental health and capital projects
functions were approximately $7,630,000, $5,019,000 and $3,944,000, respectively, less than
budgeted. These differences were due to grant projects being extended, changes in mental health
and case management funding and capital projects continuing into the next fiscal year.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of FY13, Pottawattamie County had approximately $87,999,000 invested in a
broad range of capital assets, including public safety equipment, buildings, park facilities, roads
and bridges. This is a net decrease of approximately $3,577,000 from the FY12 balance, due
mainly to increases in the County’s depreciation.

Capital Assets of Governmental Activities at Year End
(Expressed in Thousands)

June 30,

2013 2012

Land $ 5,265 5,265
Intangibles, not amortized 3,993 3,993
Construction in progress 96 269
Buildings and improvements 23,589 23,973
Equipment and vehicles 20,925 22,848
Intangibles, amortized 36 112
Infrastructure 34,095 35,116
Total $ 87,999 91,576

Pottawattamie County had depreciation/amortization expense of $6,065,498 in FY13 and
total accumulated depreciation/amortization of approximately $74.2 million on the capital assets
at the end of FY13. More detailed information about the County’s capital assets is presented in
Note 4 to the financial statements.

Long-Term Debt

At the end of FY13, Pottawattamie County had approximately $15,835,000 of long-term
debt outstanding compared to approximately $19,350,000 outstanding at the end of FY12, as
shown below.

Outstanding Debt of Governmental Activities at Year-End
(Expressed in Thousands)

June 30,

2013 2012

General obligation bonds $ 4,525 4,115
General obligation refunding notes - 990
Airport road agreement - 330
General obligation capital loan notes 11,310 13,885
Farm to market loans - 30
Total $ 15,835 19,350
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Outstanding debt decreased as a result of payment on the debt. The Constitution of the
State of Iowa limits the amount of general obligation debt counties can issue to 5% of the assessed
value of all taxable property within the County’s corporate limits. Pottawattamie County’s
outstanding general obligation debt is significantly below its constitutional debt limit of
approximately $384 million. Additional information about the County’s long-term debt is
presented in Note 6 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Pottawattamie County’s elected and appointed officials and citizens considered many
factors when setting the FY14 budget, tax rates and fees which apply for the various County
services. One of those factors is the economy.

The economy and unemployment indicators were taken into account when adopting the
County budget for FY14. Budgeted expenditures for FY14 are $86,635,607, an increase of
$484,035 from the FY13 amended budget.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and
creditors with a general overview of Pottawattamie County’s finances and to show the County’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Pottawattamie County Auditor Marilyn Jo Drake or
Deputy Auditor Becky Belt at the Pottawattamie County Auditor’s Office, by mail at 227 S. 6th
Street, Council Bluffs, Iowa 51501 or by telephone at (712) 328-5700.
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Exhibit A

Pottawattamie County
Statement of Net Position

June 30, 2013

Governmental
Activities
Assets
Cash, cash equivalents and pooled investments $ 20,759,228
Receivables:
Property tax:
Delinquent 117,343
Succeeding year 37,285,000
Interest and penalty on property tax 439,160
Accounts 440,467
Due from other governments 3,029,159
Inventories 999,703
Prepaiditems 394,442
Capital assets, not being depreciated/amortized 9,354,003
Capital assets, net of accumulated depreciation/amortization 78,645,045
Total assets 151,463,550
Liabilities
Accounts payable 1,216,354
Accrued interest payable 43,547
Salaries and benefits payable 1,075,640
Due to other governments 319,397
Deferred revenue:
Succeeding year property tax 37,285,000
Long-term liabilities:
Portion due or payable within one year:
General obligation bonds 635,000
General obligation capital loan notes 2,640,000
Compensated absences 1,317,741
Portion due or payable after one year:
General obligation bonds 3,890,000
General obligation capital loan notes 8,670,000
Compensated absences 770,575
Net OPEB liability 502,000
Total liabilities 58,365,254
Net Position
Net investment in capital assets 72,851,357
Restricted for:
Supplemental levy purposes 1,270,595
Mental health purposes 3,622,191
Rural services purposes 815,000
Secondary roads purposes 8,405,341
Debt service 339,244
Other purposes 2,154,543
Unrestricted 3,640,025

Total net position

See notes to financial statements.

$ 93,098,296
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Exhibit B

Functions/Programs:

Governmental activities:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residents
Administration
Interest on long-term debt

Total

General Revenues:

Property and other county tax levied for:

General purposes
Debt service
Tax increment financing
Penalty and interest on property tax
State tax credits
Local option sales tax
Gaming and wagering tax

Pottawattamie County

Statement of Activities

Year ended June 30, 2013

Expenses

Program Revenues

Charges
for
Service

Operating Grants, Capital Grants, Net (Expense)

Contributions
and Restricted

Interest

Contributions Revenue and

and Restricted Changesin

Interest

Net Position

$ 24,665,767
3,511,396
5,249,836
6,669,750

15,901,767
2,059,587
7,379,029

613,410

3,208,271
246,713

517,343

1,487,875
330,081

605,135
1,214,988
2,485,604
2,712,456
5,506,966

296

542,486

277,775

(20,852,361
(2,049,695
(2,764,232
(3,162,176

(10,394,801)

(571,416)
(6,506,462)
(613,410)

= = = —

$ 66,050,542

5,790,283

13,067,931

277,775

(46,914,553)

Grants and contributions not restricted to specific purposes

Unrestricted investment earnings
Gain on disposition of capital assets
Miscellaneous

Total general revenues

Change in net position

Net position beginning of year, as restated

Net position end of year

See notes to financial statements.

31,370,904
3,668,555
496,143
365,930
981,821
3,174,885
2,182,160
149,354
108,809
196,644
252,586

42,947,791

(3,966,762)

97,065,058
$ 93,098,296
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Pottawattamie County

Balance Sheet

Governmental Funds

June 30, 2013

Special Revenue

Mental Rural Secondary
General Health Services Roads
Assets
Cash, cash equivalents and pooled investments $ 5,440,235 3,800,501 458,829 7,177,036
Receivables:
Property tax:
Delinquent 76,959 15,879 12,520 -
Succeeding year 24,131,000 4,262,000 4,758,000 -
Interest and penalty on property tax 439,160 - - -
Accounts 303,353 1,257 28,553 4,070
Due from other governments 737,689 347,216 483,195 1,226,807
Inventories - - - 999,703
Prepaiditems 365,619 - - 28,823
Total assets $ 31,494,015 8,426,853 5,741,097 9,436,439
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 451,785 172,007 30,379 478,203
Salaries and benefits payable 896,373 11,476 34,549 133,242
Due to other governments 67,085 207,903 4,796 243
Deferred revenue:
Succeeding year property tax 24,131,000 4,262,000 4,758,000 -
Other 667,403 29,808 256,598 189,973
Total liabilities 26,213,646 4,683,194 5,084,322 801,661
Fund balances:
Nonspendable:
Inventories - - - 999,703
Prepaiditems 365,619 - - 28,823
Restricted for: -
Supplemental levy purposes 1,446,399 - - -
Mental health purposes - 3,743,659 - -
Rural services purposes - - 649,275 -
Secondary roads purposes - - - 7,606,252
Drainage warrants/drainage improvement certificates - - - -
Conservation land acquisition/capital improvements 92,603 - - -
Debt service - - - -
Capital projects - - - -
Other purposes 39,483 - 7,500 -
Assigned for:
Property tax relief 568,955 - - -
County Attorney's Office 93,849 - - -
Land purchase 64,058 - - -
Flood and erosion 123,605 - - -
Conservation structures 118,143 - - -
Unassigned 2,367,655 - - -
Total fund balances 5,280,369 3,743,659 656,775 8,634,778
Total liabilities and fund balances $ 31,494,015 8,426,853 5,741,097 9,436,439

See notes to financial statements.
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Exhibit C

Debt
Service Nonmajor Total
378,807 2,487,630 19,743,038
11,985 - 117,343
3,453,000 681,000 37,285,000
- - 439,160
- 103,234 440,467
- 234,252 3,029,159
- - 999,703
- - 394,442
3,843,792 3,506,116 62,448,312
8,000 75,980 1,216,354
- - 1,075,640
- 39,370 319,397
3,453,000 681,000 37,285,000
11,985 26,001 1,181,768
3,472,985 822,351 41,078,159
- - 999,703
- - 394,442
- - 1,446,399
- - 3,743,659
- - 649,275
- - 7,606,252
- 10,754 10,754
- - 92,603
370,807 - 370,807
- 687,309 687,309
- 1,985,702 2,032,685
- - 568,955
- - 93,849
- - 64,058
- - 123,605
- - 118,143
- - 2,367,655
370,807 2,683,765 21,370,153
3,843,792 3,506,116 62,448,312
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Exhibit D

Pottawattamie County

Reconciliation of the Balance Sheet -
Governmental Funds to the Statement of Net Position

June 30, 2013

Total governmental fund balances (page 21)

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds. The cost
of assets is $162,165,069 and the accumulated depreciation/amortization is
$74,166,021.

Other long-term assets are not available to pay current year expenditures and,
therefore, are deferred in the governmental funds.

The Internal Service Fund is used by management to charge the costs of partial
self funding of the County's health insurance benefit plan to individual funds.
The assets and liabilities of the Internal Service Fund are included in

governmental activities in the Statement of Net Position.

Long-term liabilities, including bonds payable, notes payable, compensated
absences payable, other postemployment benefits payable and accrued interest
payable, are not due and payable in the current year and, therefore, are not
reported in the governmental funds.

Net position of governmental activities (page 18)

See notes to financial statements.

$ 21,370,153

87,999,048

1,181,768

1,016,190

(18,468,863)

$ 93,098,296
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Pottawattamie County

Statement of Revenues, Expenditures and
Changes in Fund Balances
Governmental Funds

Year ended June 30, 2013

Revenues:
Property and other county tax
Local option sales tax
Interest and penalty on property tax
Intergovernmental
Licenses and permits
Charges for service
Use of money and property
Miscellaneous
Total revenues

Expenditures:

Operating:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residents
Administration

Debt service

Capital projects
Total expenditures

Excess (deficiency) of revenues over (under)
expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
General obligation bonds issued
Discount on general obligation bonds issued
Total other financing sources (uses)

Change in fund balances
Fund balances beginning of year
Fund balances end of year

See notes to financial statements.

Special Revenue

Mental Rural Secondary

General Health Services Roads
$ 24,465,176 4,597,402 4,469,456 -
- - 476,233 2,222,420
376,744 - - -
5,229,402 2,525,858 1,583,607 7,299,332
575 - 257,502 3,735
2,596,265 - 33,848 47,417
123,302 - 1,570 -
532,089 74,486 5,908 66,629
33,323,553 7,197,746 6,828,124 9,639,533
20,992,481 - 212,642 -
3,278,825 - 193,059 -
- 5,229,934 - _
2,151,281 - 2,482,945 -
- - - 12,574,966
2,106,359 - 4,160 -
7,028,198 - 3,000 -
86,565 - - 53,584
35,643,709 5,229,934 2,895,806 12,628,550
(2,320,156) 1,967,812 3,932,318 (2,989,017)
- - 300,000 4,206,387
(466,662) - (4,039,725) -
(466,662) - (3,739,725) 4,206,387
(2,786,818) 1,967,812 192,593 1,217,370
8,067,187 1,775,847 464,182 7,417,408
$ 5,280,369 3,743,659 656,775 8,634,778
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Exhibit E

Debt
Service Nonmajor Total
3,666,387 496,143 37,694,564
- 476,232 3,174,885
- - 376,744
98,601 598,787 17,335,587
- - 261,812
- 18,354 2,695,884
56,305 12,149 193,326
- 1,028,896 1,708,008
3,821,293 2,630,561 63,440,810
- 162,565 21,367,688
- 560 3,472,444
- - 5,229,934
- 1,860,583 6,494,809
- - 12,574,966
- - 2,110,519
- - 7,031,198
4,642,100 - 4,642,100
- 3,118,099 3,258,248
4,642,100 5,141,807 66,181,906
(820,807) (2,511,246) (2,741,096)
1,004,895 - 5,511,282
- (1,004,895) (5,511,282)
- 865,000 865,000
- (3,200) (3,200)
1,004,895 (143,095) 861,800
184,088 (2,654,341) (1,879,296)
186,719 5,338,106 23,249,449
370,807 2,683,765 21,370,153




Exhibit F

Pottawattamie County

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances -
Governmental Funds to the Statement
of Activities

Year ended June 30, 2013

Change in fund balances - Total governmental funds (page 25) $(1,879,296)

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation/amortization expense to
allocate those expenditures over the life of the assets.
Depreciation/amortization expense exceeded capital outlay

expenditures in the current year, as follows:

Expenditures for capital assets $ 2,292,195
Depreciation/amortization expense (6,065,498) (3,773,303)

In the Statement of Activities, the gain on the disposition of capital
assets is reported, whereas the governmental funds report the proceeds

from the disposition as an increase in financial resources. 196,644

Because some revenues will not be collected for several months after
the County's year end, they are not considered available revenues and
are deferred in the governmental funds, as follows:
Property tax 23,198
Other (1,576,872) (1,553,674)
Proceeds from issuing long-term liabilities provide current financial
resources to governmental funds, but issuing debt increases long-term
liabilities in the Statement of Net Position. Repayment of long-term
liabilities is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net
Position. Current year repayments exceeded issues, as follows:
Issued (865,000)
Repaid 4,379,840 3,514,840

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and, therefore, are not reported
as expenditures in the governmental funds, as follows:

Compensated absences (343,621)
Interest on long-term debt 8,690
Net OPEB liability (66,000) (400,931)

The Internal Service Fund is used by management to charge the costs
of the partial self funding of the County's health insurance benefit plan
to individual funds. The change in net position of the Internal Service
Fundis reported with governmental activities. (71,042)

Change in net position of governmental activities (page 19) $(3,966,762)

See notes to financial statements.
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Exhibit G

Pottawattamie County

Statement of Net Position
Proprietary Fund

June 30, 2013

Internal
Service -
Employee
Group
Health
Assets
Cash and cash equivalents $ 1,016,190
Net Position
Unrestricted $ 1,016,190

See notes to financial statements.
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Exhibit H

Pottawattamie County
Statement of Revenues, Expenses and
Changes in Fund Net Position
Proprietary Fund

Year ended June 30, 2013

Internal
Service -
Employee
Group
Health
Operating revenues:
Reimbursements from operating funds $6,216,220
Miscellaneous 14,509
Total operating revenues 6,230,729
Operating expenses:

Medical claims $ 733,479

Administrative and other fees 53,992

Insurance premiums 5,515,838 6,303,309

Operating loss (72,580)
Non-operating revenues:

Interest income 1,538
Net loss (71,042)
Net position beginning of year, as restated 1,087,232
Net position end of year $1,016,190

See notes to financial statements.
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Exhibit I

Pottawattamie County

Statement of Cash Flows
Proprietary Fund

Year ended June 30, 2013

Cash flows from operating activities:
Cash received from operating funds
Cash received from miscellaneous operations
Cash paid for medical claims
Cash paid for administrative and other fees
Cash paid for insurance premiums

Net cash used by operating activities

Cash flows from investing activities:

Interest on investments
Net decrease in cash and cash equivalents
Cash and cash equivalents beginning of year, as restated

Cash and cash equivalents end of year

Reconciliation of operating loss to net cash
used by operating activities:
Operating loss and net cash used by operating activities

See notes to financial statements.

Internal

Service -

Employee
Group
Health

$6,216,220
14,509
(733,479)
(53,992)

(5,515,838)

(72,580)

1,538
(71,042)

1,087,232

$1,016,190

$  (72,580)
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Exhibit J

Pottawattamie County

Statement of Fiduciary Assets and Liabilities

Assets

Agency Funds

June 30, 2013

Cash, cash equivalents and pooled investments:

County Treasurer
Other County officials
Receivables:

Property tax:
Delinquent
Succeeding year

Accounts

Special assessments

Drainage assessments

Due from other governments
Prepaiditems
Total assets

Liabilities

Accounts payable

Stamped warrants payable

Salaries and benefits payable

Due to other governments

Trusts payable

Compensated absences
Total liabilities

Net position

See notes to financial statements.

$

6,449,167
277,655

415,000
121,958,000
60,815
1,863,423
552,776
453,278
53,663

132,083,777

20,276
542,247
79,828
130,246,457
881,631
313,338

132,083,777
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Pottawattamie County
Notes to Financial Statements

June 30, 2013

(1) Summary of Significant Accounting Policies

Pottawattamie County is a political subdivision of the State of lowa and operates under the
Home Rule provisions of the Constitution of lowa. The County operates under the Board
of Supervisors form of government. Elections are on a partisan basis. Other elected
officials operate independently with the Board of Supervisors. These officials are the
Auditor, Treasurer, Recorder, Sheriff and Attorney. The County provides numerous
services to citizens, including law enforcement, health and social services, parks and
cultural activities, planning and zoning, roadway construction and maintenance and
general administrative services.

The County’s financial statements are prepared in conformity with U.S. generally accepted
accounting principles as prescribed by the Governmental Accounting Standards Board.

A. Reporting Entity

For financial reporting purposes, Pottawattamie County has included all funds,
organizations, agencies, boards, commissions and authorities. The County has
also considered all potential component units for which it is financially
accountable and other organizations for which the nature and significance of
their relationship with the County are such that exclusion would cause the
County’s financial statements to be misleading or incomplete. The
Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include
appointing a voting majority of an organization’s governing body and (1) the
ability of the County to impose its will on that organization or (2) the potential
for the organization to provide specific benefits to or impose specific financial
burdens on the County.

These financial statements present Pottawattamie County (the primary
government) and its component units. The component units discussed below
are included in the County’s reporting entity because of the significance of their
operational or financial relationships with the County.

Blended Component Units — The following component units are entities which are
legally separate from the County, but are so intertwined with the County they
are, in substance, the same as the County. They are reported as part of the
County and blended into the appropriate funds.

Certain drainage districts have been established pursuant to Chapter 468 of the
Code of Iowa for the drainage of surface waters from agricultural and other
lands or the protection of such lands from overflow. Although these districts
are legally separate from the County, they are controlled, managed and
supervised by the Pottawattamie County Board of Supervisors. These drainage
districts are reported as a Special Revenue Fund. The County has other
drainage districts that are managed and supervised by elected trustees. The
financial transactions of these districts are reported as an Agency Fund.
Financial information of the individual drainage districts can be obtained from
the Pottawattamie County Auditor’s Office.
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The Conservation Foundation has been incorporated under Chapter 504A of the
Code of Iowa to receive donations for the benefit of the Pottawattamie County
Conservation Board. These donations are to be used to purchase items not
included in the County’s budget. The financial transactions of the Foundation
are reported as a Special Revenue Fund.

Jointly Governed Organizations — The County also participates in several jointly
governed organizations that provide goods or services to the citizenry of the
County but do not meet the criteria of a joint venture since there is no ongoing
financial interest or responsibility by the participating governments. The
County Board of Supervisors are members of or appoint representatives to the
following boards and commissions: Pottawattamie County Assessor’s
Conference Board, Pottawattamie County Emergency Management Commission,
Pottawattamie County Joint E911 Service Board and Southwest Iowa Juvenile
Emergency Services Board. Financial transactions of these organizations are
included in the County’s financial statements only to the extent of the County’s
fiduciary relationship with the organization and, as such, are reported in the
Agency Funds of the County.

In addition, the County is involved in the following jointly governed organizations:
Western Iowa Development Association, Metropolitan Area Planning Agency and
Southwest Iowa Transit Authority. Financial transactions of these
organizations are not included in the County’s financial statements.

Basis of Presentation

Government-wide Financial Statements - The Statement of Net Position
(previously referred to as net assets) and the Statement of Activities report
information on all of the nonfiduciary activities of the County and its component
units. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities are supported by property tax,
intergovernmental revenues and other nonexchange transactions.

The Statement of Net Position presents the County’s nonfiduciary assets and
liabilities, with the difference reported as net position. Net position is reported
in three categories.

Net investment in capital assets consists of capital assets, net of
accumulated depreciation/amortization, and reduced by outstanding
balances for bonds, notes and other debt attributable to the
acquisition, construction or improvement of those assets.

Restricted net position results when constraints placed on net position
use are either externally imposed or are imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net position consists of net position not meeting the
definition of the preceding categories. Unrestricted net position often
has constraints on resources imposed by management which can be
removed or modified.

The Statement of Activities demonstrates the degree to which the direct expenses
of a given function are offset by program revenues. Direct expenses are those
clearly identifiable with a specific function. Program revenues include 1)
charges to customers or applicants who purchase, use or directly benefit from
goods, services or privileges provided by a given function and 2) grants,
contributions and interest restricted to meeting the operational or capital
requirements of a particular function. Property tax and other items not
properly included among program revenues are reported instead as general
revenues.
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Fund Financial Statements — Separate financial statements are provided for
governmental funds, proprietary funds and fiduciary funds, even though the
latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund
financial statements. All remaining governmental funds are aggregated and
reported as nonmajor governmental funds.

The County reports the following major governmental funds:

The General Fund is the general operating fund of the County. All general
tax revenues and other revenues not allocated by law or contractual
agreement to some other fund are accounted for in this fund. From the
fund are paid the general operating expenditures, the fixed charges and
the capital improvement costs not paid from other funds.

Special Revenue:

The Mental Health Fund is used to account for property tax and other
revenues to be used to fund mental health, intellectual disabilities
and developmental disabilities services.

The Rural Services Fund is used to account for property tax and other
revenues to provide services which are primarily intended to benefit
those persons residing in the county outside of incorporated city
areas.

The Secondary Roads Fund is used to account for the road use tax
allocation from the State of lowa, required transfers from the General
Fund and the Special Revenue, Rural Services Fund and other
revenues to be wused for secondary road construction and
maintenance.

The Debt Service Fund is utilized to account for property tax and other
revenues to be used for the payment of interest and principal on the
County’s general long-term debt.

Additionally, the County reports the following funds:

Proprietary Fund — The Internal Service Fund is utilized to account for the
financing of goods or services purchased by one department of the
County and provided to other departments or agencies on a cost
reimbursement basis.

Fiduciary Funds - Agency Funds are used to account for assets held by
the County as an agent for individuals, private organizations, certain
jointly governed organizations, other governmental units and/or other
funds.

Measurement Focus and Basis of Accounting

The government-wide, proprietary fund and fiduciary fund financial statements
are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash
flows. Property tax is recognized as revenue in the year for which it is levied.
Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been satisfied.
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Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current year or soon enough thereafter to pay liabilities of the current year. For
this purpose, the County considers revenues to be available if they are collected
within 60 days after year end.

Property tax, intergovernmental revenues (shared revenues, grants and
reimbursements from other governments) and interest are considered to be
susceptible to accrual. All other revenue items are considered to be measurable
and available only when cash is received by the County.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, principal and interest on long-term debt, claims and
judgments and compensated absences are recorded as expenditures only when
payment is due. Capital asset acquisitions are reported as expenditures in
governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Under the terms of grant agreements, the County funds certain programs by a
combination of specific cost-reimbursement grants, categorical block grants and
general revenues. Thus, when program expenses are incurred, there are both
restricted and unrestricted net position available to finance the programs. It is
the County’s policy to first apply cost-reimbursement grant resources to such
programs, followed by categorical block grants and then by general revenues.

When an expenditure is incurred in governmental funds which can be paid using
either restricted or unrestricted resources, the County’s policy is to pay the
expenditure from restricted fund balance and then from less-restrictive
classifications — committed, assigned and then unassigned fund balance.

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating
revenues of the County’s Internal Service Fund is charges to customers for sales
and services. Operating expenses for Internal Service Funds include the cost of
services and administrative expenses. All revenues and expenses not meeting
this definition are reported as non-operating revenues and expenses.

The County maintains its financial records on the cash basis. The financial
statements of the County are prepared by making memorandum adjusting
entries to the cash basis financial records.

Assets, Liabilities and Fund Equity

The following accounting policies are followed in preparing the financial
statements:

Cash, Cash Equivalents and Pooled Investments — The cash balances of
most County funds are pooled and invested. Interest earned on
investments is recorded in the General Fund unless otherwise provided
by law. Investments are stated at fair value.

For purposes of the statement of cash flows, all short-term cash
investments that are highly liquid are considered to be cash equivalents.
Cash equivalents are readily convertible to known amounts of cash and,
at the day of purchase, have a maturity date no longer than three
months.
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Property Tax Receivable — Property tax in governmental funds is accounted
for using the modified accrual basis of accounting.

Property tax receivable is recognized in these funds on the levy or lien
date, which is the date the tax asking is certified by the County Board of
Supervisors. Delinquent property tax receivable represents unpaid taxes
for the current and prior years. The succeeding year property tax
receivable represents taxes certified by the Board of Supervisors to be
collected in the next fiscal year for the purposes set out in the budget for
the next fiscal year. By statute, the Board of Supervisors is required to
certify its budget in March of each year for the subsequent fiscal year.
However, by statute, the tax asking and budget certification for the
following fiscal year becomes effective on the first day of that year.
Although the succeeding year property tax receivable has been recorded,
the related revenue is deferred in both the government-wide and fund
financial statements and will not be recognized as revenue until the year
for which it is levied.

Property tax revenue recognized in these funds become due and collectible
in September and March of the fiscal year with a 1%% per month
penalty for delinquent payments; is based on January 1, 2011 assessed
property valuations; is for the tax accrual period July 1, 2012 through
June 30, 2013 and reflects the tax asking contained in the budget
certified by the County Board of Supervisors in March 2012.

Interest and Penalty on Property Tax Receivable — Interest and penalty on
property tax receivable represents the amount of interest and penalty
that was due and payable but has not been collected.

Drainage Assessments Receivable - Drainage assessments receivable
represent amounts assessed to individuals for work done on drainage
districts which benefit their property. These assessments are payable by
individuals in not less than 10 nor more than 20 annual installments.
Each annual installment with interest on the unpaid balance is due on
September 30 and is subject to the same interest and penalties as other
taxes. Delinquent drainage assessments receivable represent
assessments which are due and payable but have not been collected.
Succeeding year drainage assessments receivable represents remaining
assessments which are payable but are not yet due.

Special Assessments Receivable - Special assessments receivable
represent the amounts due from individuals for work done which
benefits their property. These assessments are payable by individuals in
not less than 10 nor more than 20 annual installments. Each annual
installment with interest on the unpaid balance is due on September 30
and is subject to the same interest and penalties as other taxes. Special
assessments receivable represent assessments which have been made
but have not been collected.

Due from Other Governments — Due from other governments represents
amounts due from the State of Iowa, various shared revenues, grants
and reimbursements from other governments.

Inventories — Inventories are valued at cost using the first-in, first-out
method. Inventories consist of expendable supplies held for
consumption. Inventories of governmental funds are recorded as
expenditures when consumed rather than when purchased.
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Capital Assets — Capital assets, which include property, equipment and
vehicles, intangibles and infrastructure assets acquired after July 1,
1980 (e.g., roads, bridges, curbs, gutters, sidewalks and similar items
which are immovable and of value only to the County), are reported in
the governmental activities column in the government-wide Statement of
Net Position. Capital assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. The
costs of normal maintenance and repair that do not add to the value of
the asset or materially extend asset lives are not capitalized. Reportable
capital assets are defined by the County as assets with initial, individual
costs in excess of the following thresholds and estimated useful lives in
excess of two years.

Asset Class Amount
Infrastructure $ 50,000
Land, buildings and improvements 25,000
Intangibles - Right of Way 50,000
Intangibles - Other 100,000
Equipment and vehicles 5,000

Capital assets of the County are depreciated/amortized using the straight
line method over the following estimated useful lives:

Estimated
Useful lives
Asset Class (In Years)
Infrastructure 10 - 100
Buildings and improvements 10 - 50
Intangibles - Other 2-20
Equipment 3-20
Vehicles 3-15

Due to Other Governments — Due to other governments represents taxes
and other revenues collected by the County and payments for services
which will be remitted to other governments.

Trusts Payable — Trusts payable represents amounts due to others which
are held by various County officials in fiduciary capacities until the
underlying legal matters are resolved.

Deferred Revenue — Although certain revenues are measurable, they are
not available. Available means collected within the current year or
expected to be collected soon enough thereafter to be used to pay
liabilities of the current year. Deferred revenue in the governmental
fund financial statements represents the amount of assets th